INTRODUCTION
In the past decades, most countries in Central and Eastern Europe have adopted structural reforms in view of increasing the size, stability and efficiency of financial systems. The opening towards the outside and the internal structural reforms of the financial sector are two independent processes, both having as purpose, the development of a competitive and efficient financial system, in order to facilitate economic growth. Some authors such as Berger and Humphrey (1997) , Kumbhakar et al. (2001) , Isik and Hassan (2003) , and Brisimis et al. (2008) , show that the financial deregulation has a positive impact on the performance of banks, while other authors consider that deregulation has a negative impact, determining a decrease of allocative efficiency (Wheelock and Wilson, 1999) or considering that financial liberalization most often leads to financial crises (Betty and Jones, 2007) .
In view of reducing systemic risks, at the level of these states bank, supervision was more strictly regulated with the purpose of restoring the faith into the bank sector (Berglof and Bolton, 2002) . The financial liberalization process had as purpose the increase of the competition level, the effectiveness of the financial intermediation process and the increase of financial stability (Bonin and Wachtel, 2003; De Haas and Van Lelyveld, 2006) . In the case of developing countries, studies focus on the investigation of the impact of deregulation, of the privatizations of the state banks, of entering foreign banks and their effects on banks performance (Asaftei and Kumbhakar, 2008; Koutsomanoli-Filippaki et al., 2009; Yildirim and Philippatos, 2007; Pasiouras et al., 2009) .
The studies in the field performed at the level of the countries in Central and Eastern Europe have showed that the structural reforms at the level of banking systems have determined the improvement of the efficiency of financial intermediation. Fries et al. (2005) have showed, based on an analysis of the performance of a group of 289 banks from 15 states in transition during 1995 to 2004, that financial liberalization, seen in the form of the privatization of banks and of the entry of foreign banks, has as result, the decrease of bank costs and the increase of the financial services' market. Fang et al. (2011) find that the progress in banking regulatory reforms, privatization and enterprise corporate governance restructuring has a positive impact on bank efficiency. The presence of foreign banks can be beneficial for consumers by offering superior products and services, for the financial industry by increasing the quality of services and for economy by increasing efficiency (Yildirim and Philippatos, 2007) . Nevertheless, the entry of foreign banks is not without its risks, especially in the case where this entry is performed without a previous consolidation of the institutional frame. have shown that the presence of foreign banks can facilitate the increase of competition, the improvement of the allocation of loans and access to international capital markets. But there are, also, the costs associated to the entry of foreign banks, costs that can consist of the increase of the systemic risk caused by the increase of competition and the inclination towards risk of the banks in order to maintain or to increase their market share (Hellmann et al., 2000) .
The benefits and costs of the entry of foreign banks on the financial systems and international economies are extensively investigated in the literature in the field. The main benefits presented by the literature in the field are: the entry of foreign banks increases the efficiency of the local bank sector because the increase of competition leads to the decrease of costs and the increase of profits; the improvement of the loan allocation process towards the private sector because the credit risk assessment process becomes more sophisticated, favoring economic growth; the presence of foreign banks helps the development of an internal legal frame regarding the bank supervision that will increase the general degree of transparency; it is to be expected that foreign banks offer more stable financing sources because they have access to external financing sources through the main bank, thus the internal financial markets become less vulnerable to internal shocks; foreign banks can reduce the costs associated to the recapitalization and restructuring of the bank sector in the post-crisis period.
The major costs associated to the entry of foreign banks presented in the literature in the field are: in case the market share of local banks decreases with the entry of foreign banks, the local banks can have a stimulant to take greater risks; because, in general foreign banks own superior products and services to those of the local banks they will win market shares that include the profitable sectors of economy, and the risky sectors will be financed by local banks; by increasing the presence of foreign banks the access to some sectors of economy can be affected; the presence of foreign banks increases the systemic risk by the emergence of the contagion effect; because foreign banks have different priorities, their model for crediting tends to ignore the priorities of internal economy. Andries et al. 2279 examine the effects of the entry of foreign banks on the national bank sectors. The authors show that in the developing countries, there are registered higher profitableness rates and interest margins compared to the local banks, and in the developed countries, the situation is opposite. Another conclusion is the fact that the profitableness and general administration expenses of the local banks decrease after the entry of foreign banks.
Demirguc-Kunt and Huizinga (1999) present similar results. They show that foreign banks generally have higher profit margins than the local banks in the developing countries. Other studies show that the entry of foreign banks reduces operational costs and the profitableness of local banks, reduces the risk of the occurrence of a bank crisis and leads to a higher economic growth by improving the efficiency of local banks. Andries and Asandului (2010) analyze the impact of financial liberalization on banking performances, highlighting the determination of the impact of the presence of foreign banks on the performance of the Romanian banking system. The analysis reveals the fact that the liberalization and internationalization of the banking system had as effect the increase of competition which determined domestic banks: to reduce their operational costs concomitantly with investing some important amounts into new technologies; to increase their credit portfolio in relative terms by reducing other assets and increasing the client base, which led to the increase of the credit risk and to the increase of the bank provisions; to diminish their net interest margin by decreasing the interest rate for loans, concomitantly with increasing the interest rate for deposits. Agenor (2001) highlights the fact that because foreign investors are not familiarized with the problems specific to the countries they invest in, they tend to withdraw immediately and massively when encountering the first difficulty. This can lead to a profound crisis on the internal financial markets.
Studies such as Claessens and Glaessner (1998) show that the restrictions imposed in Asia have led to a slower institutional development and costlier services. The authors show that there are important connections between the internationalization of financial services and the deregulation process and the liberalization of the capital account. In the case that the internal market is strongly regulated, the liberalization process can cause problems for the local banks because they are inefficient. The level of liberalization of the capital account can affect the internationalization benefits and costs. Also, they highlight the fact that a certain level of mobility of the capital is necessary for the efficient internationalization of banks. Johnston (1998) has investigated the relationship between the financial sector's reform and the liberalization of the capital account. The author shows that, before the liberalization of the capital accounts, the financial intermediaries must reach a level of development that guaranteed the efficient use of the capital. The countries with poorly developed financial systems need time in order to develop their financial institutions and markets, especially the bank sector, before the liberalization of the capital account. Andries and Cocris (2010) analyze the efficiency of the main banks in Romania, Czech Republic and Hungary for the period 2000 to 2006 by using the frontier analysis and the results of the analysis show that the banks from Eastern European countries register low levels of technical efficiency and cost efficiency, especially the ones in Romania, and that the main factors influencing the level of efficiency of banks in these state are: quality of assets; bank size, annual inflation rate; banking reform and interest rate liberalisation level and ownership form.
THE MODEL AND DATA USED
The purpose of the analysis we will be performing is to observe the way in which the banking system reform has influenced the performance of the bank sector in 5 states in Central and Eastern Europe during 2001 to 2008.
The model used in view of estimating the impact of structural reforms on bank performances is described in the following equation:
where: P ijt -bank performance indexes; RF it -financial reform indexes; B it -bank specific variables; SB jt -banking system specific variables and M jt -macroeconomic variables.
The dependent variable
This consists of the bank performance indexes. We will measure the performance of the banking activity by using 3 alternative indexes: cost of intermediation, operational performance and bank profitability.
The cost of intermediation is expressed with the help of the net interest margin (NIM). This index quantifies the difference between the interest perceived by banks from the beneficiaries of the loans and the bonus interest for attracting funds.
For establishing the operational performance, we will be using as index, the total operational costs in relation to the sum of the income generating assets plus total deposits (OP_PERF). This index is used for the quantification of the efficiency of cost management at the level of banking activity. Bank profitability is quantified with the help of the return on assets (ROA) index.
Financial reform indexes
In the analysis we will be performing, we will be using 2 categories of indexes that reflect the structural reforms at the level of the banking financial systems in Central and Eastern European countries developed by Abiad et al. (2008) which is based on information regarding: the regime of interest rates, the entry barriers into the banking system, the privatization of banks, the control of loans and the mandatory minimum reserves, the regulations regarding investments on the capital market, liberalization of the capital account and regulations of the banking activity.
The second index is the bank reform and liberalization of the interest rates index developed by the European bank for reconstruction and development that has as objective, the establishing of the progress made at the level of the banking systems in the former-communist states and which reflects from a qualitative and quantitative point of view the degree of liberalization of the banking systems.
Bank specific variables
The following variables are specific to banks used in our analysis in the category of microeconomic variables: the size of the bank expressed with the help of the total assets, return on equity (equity/ total assets), level of bank provisions and liquid assets/ total borrowed funds ratio.
Banking system variables used in the analysis are: level of concentration (HHI index) and the level of the average interest rates for deposits; the level of development of the banking system expressed as a ratio between non-governmental loan and GDP.
The macroeconomic variables used are: gross domestic product growth rate and the inflation index.
The data regarding the banks in Bulgaria, Romania, Poland, Hungary and Slovakia used in the analysis are taken from the Annual reports of the banks from the period 2001 to 2008 and from the Fitch IBCA`s BankScope database. The data set comprises 136 banks and is unbalanced; this is caused by the fact that in the case of some banks the information afferent to some years in the analyzed period is not available.
The information regarding the macroeconomic variables and those specific to the banking systems are taken from the databases of the World Bank, the European Central Bank and the European Bank for Reconstruction and Development.
Descriptive analysis of the variables used in the model
The starting point of our analysis is represented by the descriptive analysis of the data used in the study. The comparative analysis depending on the source state of the average values of the variables of the model at the level of the banks are presented in Table 1 .
From the data presented in Table 1 , it can be seen that the level of the performances of banks, no matter the used index, the cost of intermediation, operational performance or return on assets, has registered a significant and constant decrease for the analyzed period.
From the analysis at the level of countries of the bank performance indexes, it can be seen that there are significant differences between the average levels at country level.
Thus, on average, the highest level of the net interest rate is characteristic to the banks in Romania and the highest rate of return on assets is achieved by banks from Bulgaria. The banks in Hungary are the most profitable from an operational point of view, while the ones in Slovakia are the least performing ones.
By analyzing the evolution of the indexes regarding the structural reforms at the level of the banking financial systems in the Central and Eastern European countries we notice that for the analyzed period, the financial systems, in general, and the banking systems, in particular, registered a significant increase. This evolution reflects the liberalization of the financial systems and of the modernization of the legislative frame in view of integration into the European Union.
At the level of the analyzed countries, we observe that the highest level structural reforms indexes is registered in Hungary, which means that the financial and banking system in this country presents the highest degree of liberalization, and the lowest level is It can be noticed that the average value of the total assets owned by the analyzed banks has registered a significant increase for the period 2001 to 2008, from 334,46 million Euros to 3 965,27 million Euros. We observe that for the analyzed period, the equity to total assets ratio registered a decrease from an average level of 17.28% in 2001 to 11.50% in 2008. Also, the degree of liquidity of the owned assets registered a significant decrease. Because of the legislative changes and of the accelerated increase of crediting in these states, the level of bank provisions registered a significant increase from 0.79 million Euros in 2001 to a level of 26.89 million Euros in 2008.
In the analyzed period, the average level of concentration in the analyzed countries has registered a significant decrease from an average level of 1054.27 in 2001 to a level of 815.717 in 2008. This significant decrease is owed to the entry of foreign banks based on the "sole European passport" after the joining of these states to the European Union. Also, the level of financial intermediation has registered a significant increase from 32.97% in 2001 to 60.41% in 2008, and the average level of the Interest rates for deposits has registered a significant decrease.
From the comparative analysis of the 5 national banking systems, it can be noticed that in Slovakia, the highest average level of the concentration degree was registered. The highest level of the interest rates for deposits was registered in Romania, and the lowest level was registered in Bulgaria. Although the degree of intermediation has registered a constant increase for the analyzed period, Romania keeps registering one of the lowest degrees of financial intermediation in the European Union.
THE EMPIRICAL RESULTS OF THE ANALYSIS
The regression analysis of the impact of banking system reforms on the performance of the bank sector in 5 states in Central and Eastern Europe for the period 2001 to 2008 was performed using the GMM (GMM -panel generalized method of moments). We chose to use the GMM regression model with a fixed effect because the database comprises a high number of variables for a relatively short period of time. We developed 2 models, the first one uses independent variable and financial reform index, and the second one uses the banking system reform index, or alternatively the dependent variables such as: the cost of intermediation, operational performance and return on assets. The results of the regression analysis for all the analyzed models are presented in Table 3 .
From the analysis of the t-statistic test and of the probability associated to it, the considered coefficients are significant from a statistical point of view. From the considered models' results, both the financial reform index and the index regarding the bank reform have a positive impact on the bank performance indexes. Thus, an increase of the level of the indexes regarding financial reform and the banking reform determines an increase of the bank performance expressed through the indexes: net interest rate, return on assets or the operational performance index. The evolution net interest rates is influenced positively by the evolution of the level of the provisions for non-performing loans, structure of capital, inflation rate and interest rate for deposits and negatively (that is, an increase of the index determines a decrease of the net interest rate), by the evolution of the index liquid assets/ total short term debts, of the level of financial intermediation and of the HHI index.
From the tables in the work, there can be notices that the financial reform index and the index regarding bank reform have a positive impact on the average rate of return of assets in the case of banks in Central and Eastern Europe for the period 2001 to 2008. Also, the operational performance index is influenced directly both by the financial reform index, and by the index Standard deviations are presented between brackets. *, **, *** indicates significance levels at 10, 5 and 1%. Method: Panel generalized method of moments regarding bank reform, but in a smaller measure than the index regarding the return on average assets.
CONCLUSIONS AND MANAGERIAL IMPLICATION
The efficiency and profitableness of banks constitutes a very important element in the analysis of financial systems, especially of the developing countries, at the level of which the banking system represents the main component of the financial system and which has known in the past years, major mutations at the level of the structure of shareholding as a result of privatizetion, of the entry of foreign banks and of the increase of competition determined by the liberalization of the market and legislative changes.
In view of analyzing the impact of the reform of the banking system on the performances of the banks in Central and Eastern Europe, we have performed an analysis at the level of the banking systems in 5 states in central and Eastern Europe in the period 2001 to 2008.
The results of the performed analysis show us that, for the analyzed period, both the financial reform index, and the index regarding bank reform have a positive impact on the bank performance indexes (cost of intermediation, operational performance and return on assets). This means that an increase at the level of the indexes regarding financial reform and bank reform determines an increase of the performance of banks in Central and Eastern Europe.
Analysis results achieved are very important in terms of banks management and governmental authority's perspectives.
Thus, banks need to improve the performance and quality of assets owned by improving the lending process and reducing the share of nonperforming loans. Also, banks need to reduce its financial costs. A topic of interest in the current context of international economic and financial crisis is the optimal size of banks.
The analysis results in an increase in bank size, gauged by the total assets held, and a decrease in banking performance, but an increase of the equity level and an improvement of capital adequacy will foster the banking performance. To facilitate increase in the level of banking performance, governmental authorities must accelerate the process of liberalization and reform of the banking system and make every effort to ensure a low inflation rate.
